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SAVVIS in Brief
>Global IT utility delivering integrated » SAVVIS solutions are designed for industries
‘hosting, network, voice and consulting with demanding IT requirements
services with on-demand availability »More than 5,500 enterprise clients
»Market leader: #2 for market share among s Listed in “Leader” quadrant in Gartner's
both network IP VPN providers (per In- Magic Quadrant for North American Web
Stat/MDR) and hosting providers (per IDC) Hosting, October 2004, reflecting quality of
»World-class infrastructure with 24 data services and vision for the future
centers, Tier 1 0C192 Iinternet backbone

Financial Position*

» Stable financial position, with $55.4 million® in cash on the balance sheet, up from $53.4 million at
9/30/04,

> Long-term debt totals $336.5 million ($284.6 million on balance sheet, net of original issue discount)’; no
off-balance sheet financing.

» Minimal cash debt service requirements in 2005; earliest principal payment required in 2007.

» Top-caliber financing partners, including Welsh Carson ($12 billion under management; 57% of SAVVIS
voting stock), Constellation Ventures ($450 million under management; partners include Bear Stearns and
Salomon Smith Barney; 8% of SAVVIS voting stock), Oak Hill Capital and Gl Partners

» Global infrastructure built and paid for.

> Reported gross margin of $178.9 million on revenue of $616.8 million in 2004.

» Fully-diluted common shares outstanding, as converted: 576.9 million. !

'‘As of 12/31/04
Improving quarterly trends from Q1 04 acquisition
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Fourth Quarter Results

revenue, as expected.

prior quarter.

>Strong performance in core value-added services drove growth in Managed IP VPN and Hosting
revenue, up 10% and 5%, respectively, from Q3 2004.
>Sequential declines in Other Network Services (unmanaged connectivity) and Reuters/Telerate

>Increased revenue diversification: Diversified Revenue (revenue from all customers except
'Reuters and Telerate, historically SAVVIS’ largest) was 83% of total revenue, compared to 54% in
the same quarter of the previous year and 82% in the prior quarter.

sTotal revenue $166.3 million, up 140% from same quarter of the previous year and down 2% from

»Record gross miargin of $55.4 million represents 33% of total revenue, compared to 36% the -
same quarter of the previous year and 29% the prior quarter.

»SG&A costs 22% of revenue, compared to 33% the previous year and 26% the prior quarter.
»Cash on balance sheet up $2.0 million from prior quarter, to $55.4 million.

Financial Outlook*

» Double-digit year-over-year growth in
Hosting and Managed IP VPN revenue

»Lower revenue from Reuters and Telerate,
contributing 13-15% of total annual
revenue

»Total revenue of $630-660 million

» Adjusted EBITDA of $50-60 million
»Cash capital expenditures of $35-45 million

»Cash payments of $15-16 million for debt
service

»Cash payments of $6-10 million for CWA
integration-related costs

*Forward-looking Statements and Non-GAAP Measures

statements to reflect events after this date.

» This document contains forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995. Actual results may differ materially from SAWIS' expectations. Certain factors that could adversely
affect actual results are set forth as risk factors described in SAVVIS’ SEC reports and filings, and we encourage you
to review those factors. The forward-looking statements contained in this document speak only as of the date of
publication, February 22, 2005, and the company will not undertake efforts to revise those forward-looking

»“Adjusted EBITDA” is a non-GAAP measure that SAVVIS management believes is a relevant measurement of a
company's financial performance and liquidity in our industry. “Pro Forma” results for Q1 2004 present the results
of operations as if acquired assets had contributed for a full quarter. Please see SAWVIS' SEC filings for a full
definition and reconciliation of Adjusted EBITDA and Pro Forma results.
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SAVVIS Communacatlons (NASDAQ SWS) 58" global JT utlhty seri
provider, With an IT services platform that extends to 47 countnes,
SAVWIS is an industry leader, de\wenng secure, refiable and sca\ab\e
hosting, network and application services. These solut;ons enable
customers to focus on their core business white SAVVIS provides them
with high-quality IT systems. SAVVIS’ strategrc approach combines

the use of virtualization technology, a ut|||ty services model and.
automated software management and provisioning systems.

fmanc:al hlghl:ghts o
DOLLARS IN THOUSANDS EXCEPT FER SHARE AMCUNTS
Z Total revenues

|

1, Please see inside back cover.
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in-Stat Research expects
global revenues from
P VPNs to rise from
$2.9 billion in 2004

to $8.1 billion in 2009.

Gartner Dataquest
forecasts North
American hosting
markets will grow
from $6.9 billion in
2003 to $32.2 billion
in 2008.

an industry leader
SAVVIS was positioned in the "Leader” quadrant of the Gartner North American Web
Hosting Magic Quadrant {October 2004) by industry analyst firm Gartner, Inc. The
Gartner Magic Quadrant is widely recognized as one of the most influential benchmarks
for enterprises seeking to evaluate hosting services. According to Gartner, Leaders
are performing well today, have a clear vision of the market direction and are actively
building competencies to sustain their leadership position in the market.? SAVVIS
retains its leadership position in the networking space as well, with industry analysts
In-Stat ranking SAVVIS second in market share for network-based IP VPNs. And In-5tat
Research expects global revenue from IP VPNs to rise from $2.9 billien in 2004 to
$8.1 billion in 2009. Gartner Dataquest has forecast that the North American Web and
edge-hasting markets will grow fram $6.9 billion in 2003 to $32.2 billion in 2008.2

a market opportunity

SAVVIS leads the market in offering true virtualized utility solutions. In 2004, SAVVIS
introduced its virtualized utility services platform. Employing a utility model, the new
platform eliminates expensive hardware and gives companies a secure, private and
completely "virtual” network and hosting infrastructure. It cuts internal 1T costs by as
much as 50% while offering an integrated set of previously unavailable services. The
virtualized utility services platform is based on advanced, automated software manage-
ment and provisioning systerns, developed by SAVVAS, that provide customers with
a simple, yet comprehensive, end-to-end view of their IT infrastructure. This visibility
across netwark, security, compute and storage platforms creates efficiencies that
allow SAVVIS to be more respensive to customers’ needs and to reduce customer
dependence on redundant hardware. With this approach, SAVVIS is in the industry
vanguard: Gartner projects, by 2008, 25% of U.5. businesses will be using some
type of IT utility {0.7 probability).

an enterprise solution

SAVVIS originally established its reputation for exceptional reliability ang performance
in the financial services vertical—by providing secure, high-speed data netwaorks linking
financial traclers with financial exchanges. Since then, SAVVIS has become a leader
in providing IT solutions for ail businesses and has expanded Its industry vertical
solutions beyond financial services to include the media and entertainment, retail,
federal government, and healthcare sectors. For example, SAVVIS is now a leading
provider of digital transport and archival services to the media and entertainment
industry, counting among its customers some of the biggest names in the business.
In 2004, the company launched its new IT utility-based products to these key sectors,
enabling these customers to streamline workflows, enhance collaboration, increase
productivity, protect and preserve valuable content, and realize an immediate return
on their digital media investment.

retail
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Today, enterprises spend about 70% of their IT dollars on maintenance rather than
investing in development and new applications.® Faced with complex, high-maintenance

IT infrastructure, they are increasingly locking to outsource IT functions. Traditional
outsourcing models provide some operational savings—usually 10-15%—but end up
duplicating the same ald IT managernent problems—problems related to infrastructure
performance, upgrades and maintenance. SAVVIS has developed a new outsourcing
madel that drastically reduces capital expenditures. It's already proven to reduce annual
IT costs by as much as 50% over conventicnal medels. This is because SAVVIS® utility
T _ services madel routinely and automatically optimizes resouree allocation for each client.
h es Ith ca re This allows customers to pay only for what they use. Additionally, it lessens the burden
. . of capital expenditures and lagacy systems. That makes SAVVIS the next big thing in

- IT infrastructure.

LS

2., 3.4, 5. Please see inside back cover.
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_to our shareholders

SAVVIS achieved majer milestones in 2004, We closed
on the acquisition of substantially all the U.S. assets of
Cable & Wireless (CWA) in March, including 15 world-class
data centers, a Tier 1 Internet Protocol network and a
premier customer list. By the end of the year, the complex
and demanding integration was 95% complete, achieving
significant synergies that effectively turned around CWA's
operations, which had been operating at an annual loss of
over $1 billion. By the third quarter of 2004, our integrated
company reported positive Adjusted EBITDA,' and in the
fourth quarter, we returned to aperating cash-flow positive.
In addition, in April we launched our virtualized utility
services platform, the product of more than ten years of
development, and by June had rolied it out globally.

The acquisition of CWAS operations substantialy increased
our revenue-generating potential by adding a diverse
base of new customers, and significantly enhanced our
scale. With the successful integration of those operations
and the launch of our virtualized utility services platform,
we ralsed our profile in the market, and were positioned in
the “Leadar” quadrant of Gartner Inc’s Magic Quadrant
for North American Web Hosting, which we believe is an
important affirmation of the caliber of our company from
an analyst many of our customers trust and respect. We
also continued to add customers and expand existing
refationships, launched new products in our industry

verticals, and maintained strong customer satisfaction.

1. Please see inside back cover

We're proud of how SAVVIS is growing. We ended 2004
as a very focused provider of managed services, about
doubled in size from a year earlier, and well prepared

for the future.

2004 results

| am very pleased with our 2004 financial results. We
achieved revenue of $616.8 million, compared to
$252.9 million in 2003, Qur gross margin doubled,
to $178.9 million in 2004 from $89.3 milfion in 2003,
Adjusted EBITDA of $14.4 million for the year was a
§15.6 million improvement from negative Adjusted
EBITDA of $1.2 million in 2003. At year-end, our balance
sheet and cash position were in line with expectations,
While we issued debt in association with the acquisition
of CWA operations, we have minimal short-term cash

debt service requirements.

Adjusted EBITDA is the key measure of our success. We
see the value of the CWA integration in the sequential
improvement in Adjusted EBITDA and cash flow that we
achieved in each quarter of 2004. In the fourth quarter,
we generated Adjusted EBITDA of $18.4 million, a
record gross margin of $55.4 million on revenue of
$166.3 million, and positive operating cash flow of
$8.3 million. We achieved sequential quarter-to-quarter
improvement in gross margin throughout 2004, reflecting
the efficiency improvements achieved through the
integration of operations. Qverall, we realized mare
than $120 million in annualized cost savings through

the integration-even better than anticipated.
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the virtualized utility services platform

With the launch of our virtualized utility services platform,
SAVVIS cements its position as a category creator. We're
the first company that really is an end-to-end provider of
utility infrastructure services, and are confident we have
a multi-year lead on our competitors. And we expect to
extend that lead. We have now virtualized our core offer-
ings to encompass every piece of the IT infrastructure—
network, security, storage and compute, Our virtuatized
approach and utility services model drastically reduce
capital expenditures far our customers—and have already
been proven ta reduce their annuat IT costs by as much

as 50% over conventional models.

We introduced the virtualized utility services platform

in April, and wan rave reviews from IT analysts and the
press. Clients quickly saw the advantages as well, and by
year-end, SAVVIS had deployed 650 virtual firewalls,
mare than 300 virtual servers and over 60 terabytes of
virtualized storage-—a strong acceptance rate for a new
T idea. In 2005, we continue to see strong interest in the
product in the United States and the United Kingdom.

outlook
2004 was a year of great accomplishments for SAVVIS.

We ended the year well positioned for the future, finan-
cially and operationally. The business case for utility
services is clear, and SAVVIS is first to market with these
solutions. We have the scale, technology and resources
to build on that advantage. In addition, our core service
offerings continue to add value for clients and command a

premium in the market,

In the year ahead, we plan to build en our leadership
position by continuing to add value for our customers
with traditional services and cementing our position

in the emerging virtualized utility space. As we further
haone our business model, we’re focused on our key
goal of creating value for all our sharehoiders. More than
1,800 SAVVIS tearm members worldwide join me in that
effort, and | want to thank them for their commitment and
high standards. And thank you, our fellow stockholders,
for your support of SAVVIS.

Sincerely,

AL M

Robert A, McCormick
Chairman and Chief Executive Cfficer




Everyone at SAVVIS is committed to-building value for our shareholders. -
The three executives leading the effort to deliver that value recently
© sat down together to review the events and achievernents of 2004, and

the autlook for 2005: Chairman and CEO Rob McCormick, President
and COOQ Jack Finlayson, and CFO Jeff Van Deylen together have over

50 years of experience in the network and IT infrastructure inclustry.

The following are excerpts from that conversation.

on SAVVIS' 2004 achievements

Rob: Looking back, 2004 was a watershed year for
SAVVIS. We had two really significant events. The
first, and most obvious, was our acquisition of
Cable & Wireless America’s assets. The second
was our launch of an industry-leading virtualized
utility services solution. These two achigve-

Jeff: There's no question. For one thing,
the acquisition dramatically changes
the scope and scale of the company.
It doubled our gross margin, drove a
$15.6 million impravement in Adjusted
EBITDA' and increased our annual rev-
enue to over $600 million.
Robert A. McCormick

Chairman and
Chief Executive Officer

Jack: We also doubled the size of our custormer
base and acquired a diverse mix of new customers.
Many of them have been using basic, commodity-
like services, like straight calocation. They're prime
candidates to mave up to the more value-added
managed services that are SAVVIS' strength.

on the integration of
the CWA operations

Jack: The rapid integration
of the CWA operations
was a major achieve-
ment in itself. We took
a company that was
larger than the original
SAVVIS and integrated
every major function in
nine months. Plus we
created a single, unified
culture—one SAVVIS team.

(dofiars in millions)

1. Please see insida back cover.

ments position SAVVIS far future success.
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QUARTERLY PRO FORMA $18.4
ADJUSTED EBITDA
GROWTH IN 2004

Rob: I'm really pleased with the success of the inte-
gration from a financial perspective as well. CWA had
always lost meney, but we turned it around. We cut
costs prudently, and achieved stronger synergies
than we had anticipated—more than $120 million
of annualized cost savings.

Jeff: You just have to look at the quarterly progressicn
in the numbers. That really tells the financial story.
SAVVIS went fram pro forma Adjusted EBITDA’ of
negative $14.6 million in the first quarter, to negative
$6.5 million in the second, to positive $5.1 million in
the third, to positive $18.4 million in the fourth quarter.
Our operating cash flow improved steadily as well.

Rob: One more thing-—! think it's important for our
custormers and our shareholders to know that we didn't
just cut costs in 2004; we also invested capital to
upgrade the acquired assets to improve performance
and increase customer satisfaction.

on the utility services solution

Rob: The utility services solution really differentiates
SAVVIS. Everybody is talking about it,
but nabody else is doing it. lt's a
high-margin, high-velume product.
And it's going to change the
way the industry waorks.

Jack: Rob, you've been
championing virtualized
utility services at SAVVIS
for ten years, but it's still
new to the market. | think
the strang commercial

acceptance we've seen

shows how powerful this

N
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JSohn M. Finlayson

Prasiclent, Chief Opearating

Officer and Director
model is. We've deployed more
than 60 terabytes of storage,
450 firewalls and 300 virtual
servers in less than a year. That's
a high volume in a very short

time, which is notable given a

groundbreaking {T model like this.

Jeff: Well, the business case is really compelling.

We've shown that a virtualized platform can save an
enterprise 50% or more versus traditional models,

with a rapid return on investment.

Rob: | think Gartner confirmed the utility services
solution when they positioned us in the “Leader”
quadrant for North American Web hosting.
Virtualization is where the industry o
is headed—and SAVVIS is
already there.

on the QUARTERLY OPERATING
opportunities CASH FLOW IN 2004
aﬁead {dollars in millions)

Jack: The virtualized
utitity mode! builds

on our long history

of adding value by
offering managed IT
infrastructure services—
that value is what
differentiates SAVVIS. And
customers are increasingly
interested in taking a fresh look

at their IT model, reducing the costs e~

they’'re committing to maintenance and other

tasks that don't differentiate thern—tasks we can
handle better and at a much lower cost. At SAVVIS,
we've achieved consistent growth with our managed

T T

IF VPN services, and with our managed hosting services,
prior to the March acquisition, as well. | know we
were all pleased by the sequential-quarter growth in
hosting revenue in the fourth quarter of 2004—we've
reached an important milestone with the CWA hosting
operations, which had been on a deciine for over

three years. In 2005, we're well positioned
to extend the growth we achieved in
the fourth quarter, which attests to
the value of our core offering.

Rob: That growth in revenues from
hosting and IP VPN is contributing
to a significant change in our revenue
mix that'’s going to continue. And vir-
tualization is going to contribute to
~— that shift. In 2005, we're going to
take our leadership in the utility
space, leverage it and grow it, so
that we continue this strategic
shift from the low value-added
product to the high value-
added product. There's a
tremendous opportunity in
the utility space. Every CIO
in the United States, Europe
and Asia is looking for a
product to help them with
their [T problems. That means
we're going to continue to grow
revenue in that product set.

Jeff Von Deylen
Chief Finsncial Officer

. Jeff: And, given that we have a fully built

" network, we're operating from a fixed-cost
platform. As we expand services to our existing
customer base and add new ones—as we grow our

revenue—the incremental margins are very attractive,



QUARTERLY CHANGE IN REVENUE MIX

{dollars in milliens)

on the outlook for 2005 and beyond

Rob: So with the integration 95% complete, we're
concentrating our full resources on new business
growth. We have great opportunities with our expanded
customer base—rmore than 5,500 enterprises. They're
driving the majority of our sales wins as they buy new
services or upgrade their existing ones. That's a big
opportunity. But we're always looking to add new clients,
too. As word spreads about the value of our services,
and we continue to demonstrate the viability of our
utility services, we'll be raising our profile in the market.

Jack: Everything we know about this industry leads to
the conclusion that the virtualized utility services solution
is poised to take off. I'm confident that, over the next
three years or so, 70% of our customers will be using

a piece of that model.

= Reuters/Moneyline

s QOther Network Services

s Digital Content Management
== Hosting

mem Managed iP VPN

1Qo4

Jeff: There's no question that our revenue mix is
going to continue to change. The big challenge is in
our unmanaged connectivity services—they’re more
commodity-like and have been under strong pricing
pressure. We're also planning for continued declines
in revenue from Reuters and Telerate. Still, we expect
the strang growth in our core services revenue to
offset much of that, We continue to focus on Adjusted
EBITDA as the most relevant measure of our financial
performance, and, based on all these factors and our
solid 2004 performance, we anticipate significant
EBITDA growth in 2005,

Rob: The SAVVIS team did a great job transforming
our company in 2004. In 2005, we're anticipating
strong success with our core service offerings, the
managed and virtualized products that really set us
apart in the market. As our business mix changes to
reflect the realities of the industry, I'm confident that
we'll be very well positioned to deliver on the
value of our franchise.
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part one

ITEM 1. BUSINESS

CAUTIONARY STATEMENT
Some of the statements contained in this Form 10-K discuss future expectations, contain projections of results of operations or
financial condition or state other forward-iooking information. Any statements in this report that are not statements of historical
facts, are intended to be, and are, "forward-locking statements” under the safe harbor provided by the Private Securities
Litigaticn Reform Act of 1995, These statements are subject to known and unknown risks, uncertainties and cther factors that
could cause the actual events to differ materially from those contemplated by the statements. The forward-looking information is
based on various factors and was derived using numerous assumptions. In some cases, you can identify these “forward-looking
estimate,

uoa "o " w o

statements” by our use of words such as “may,” “will,” “should,” "expect,” “plan,” "anticipate,” “believe,

dict,” "project,” "intend” or “potential” or the negative of those words and other comparable words. You should be aware that

pre-

those statements only reflect our predictions. Actual events or results may differ substantially. Important factors that could cause
actual events or results to be materfally different from the forward-looking statements include those discussed under the heading
“Business--Risk Factors” and throughout this Form 10-K. Although we believe the expectations reflected in our forward-looking
statements are based upon reasonable assumptions, we can give no assurance that we will attain these expectations or that any
deviations will not be material. Except as otherwise required by the federal securities laws, we disclaim any cbligations or under-
taking to publicly release any updates or revisions to any forward-looking statement contained in this annuat report on Form 10-
K and the information incorporated by reference in this report to reflect any change in our expectations with regard thereto or

any change in events, conditions or circumstances on which any such statement is based,

The terms "SAWVIS,” “we," “us,” “the Company,” and “our” as used in this report refer to SAVVIS Communications Corporation,
a Delaware corporation, and its subsidiaries, except where by the context it is clear that such terms mean only SAVVIS

Communications Corporation.

OVERVIEW

SAVVIS is a global information technology, or IT, services company delivering integrated hosting, network, voice, digital content
management, industry solutions and professional services to organizations around the world and to the U.S. federal government.
Our unique solutions model combines advanced virtualization technology, utility services, and automated software management
and provisioning systems to deliver “instant” access to a suite of IT services that offer high availability, business agility and dis-
ruptive ecancmics. Cur solutions enable customers to focus on their core business while we ensure the performance of their IT
infrastructure, We have over 5,500 customers in the financial services, media, retail, professional services, healthcare and manu-
facturing sectors. For the fiscal year ended December 31, 2004, our revenues exceeded $616.8 million,

In March 2004, we purchased substantially all of the assets of Cable & Wireless USA, Inc. and Cable & Wireless Internet Services,
In¢. together with the assets of certain of their affiliates (CWA). With the acquisition of CWA, we acquired internally developed
assets and infrastructure systems. In addition, we acquired hosting assets in 15 data centers, 3,000 business clients, an Internet
Protocol (iP) network, with a footprint encompassing approximately 27% of all Internet routes, a global Content Delivery Network
and considerable consulting expertise that has enabled us to expand the scope of services we offer and the scale of our global
operation. Our portfolio of services is as follows:

Managed IP VPN includes private networks (known as IP VPNs). This service is a fully managed, end-tc-end service that
includes all hardware, management systems, and operations to transport voice, video, and data applications. This service has
built-in security, fully meshed connectivity, and the ability to assign individual service levels to different applications so each

application receives the performance levels it requires and the customer saves money by not over-building their network.

Hosting includes the facilities, networks, servers, storage, and operations to run business applications. Customers can take
advantage of our Flexible Service Madel which allows them to decide the right mix of our service for their applications from
full outscurcing to basic colocation. We offer these hosting services, as well as other services, through our 24 data centers
located throughout the United States, Europe, and Asia. We also have integrated Microsoft Exchange 2003 and SharePaoint®
with owr utility infrastructure to offer enterprise messaging and collaboration as an eutsourced service.
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Other Network Services includes Internet access, wholeszle carrier networks, and voice services. These services can be pur-
chased individually or in combination. The network portfolic emphasizes high performance and availability, end-to-end

management and monitoring, security, any-to-any connectivity, and cost effectiveness.

Digital Content Management/Media Services provide a shared-managed infrastructure tied to workflow applications that
enhance the creation, production and distribution of digital content and streaming media. These services help customers
manage, share, store and distribute their digital content inside their organization and throughout supply chains outside of
their organization through a single access point and a single system. We also offer a specific configuration of our hosting
infrastructure called a Content Delivery Network (CDN) that integrates over 3,000 servers in nearly 500 locations arcund the
world to improve the performance of web applications.

Our customers’ varied and individual needs often require that our portfolic of services be combined and integrated in order to
best suit their needs. To address these needs, we also offer the following services:

Industry Solutions that integrate powerful applications with our global infrastructure to deliver services that enhance indus-
try-specific workflows and improve enterprise productivity. Industry salutions support the financial services, media and enter-
tainment, retail and federal government markets. Cross-industry solutions for email and collaboration are also available,

Professianal Services are provided through a group of industry experts and skilled practitioners that allow our customers to
get the maximum value out of their SAVVIS services. We offer assistance and consultation in networking security, perform-

ance tuning and optimization, business recovery, operations, and migration.

QUR HISTORY

Throughout our history, we have focused on delivering IT services to business and government enterprises. Our global IT infra-
structure and service model were originally built as a business unit of Bridge Information Systems, Inc, a financial market data
campany. We were incorporated in Delaware in 1998 and began providing high speed Internet service to enterprise clients and
Internet service providers. In 1999, we were acquired by Bridge, and our netwerk was combined with Bridge's network.

In February 2000, we completed an initial public offering {IPO) for the combined entity. We used part of the proceeds of the IPO
to acquire the network and computing assets of Bridge, and we entered into an agresment to provide network services to
Bridge and its werld-wide client base. Also in 2000, we launched our Intelligent IP** networking product suite. It allowed cus-
tomers to have a private, secured, fully meshed network where individual applications could be assigned unique service levels al!
at price points lawer than the frame relay and private line alternatives available at that time.

In 2001, Bridge went into bankruptcy, and Reuters Limited and Moneyline Telerate and Moneyline Telerate International {collee-
tively, Telerate) agreed to acquire substantially all of Bridge’s assets. in the fall of 2001, we entered into network service agree-
ments with Reuters and Telerate, effectively replacing the agreement with Bridge, then in the process of liquidation.

In 2002, we were chosen by Intel Online Services (I0S) to provide managed hosting services to their clients in the United States,
United Kingdom, and Japan under contracts we entered into directly with former |05 customers. In 2003, we entered into leases
and subleases and assumed management of all or a portion of OS5 data centers located in Santa Clara, California; Chantilly,
Virginia; London and Tokyo to serve these clients.

In 2003, we purchased the commercial business operations assets of WAMINET, Inc., a global provider of content management
and delivery services. The addition of WAMINET brought SAWIS critical application expertise in digital content management and
a significant set of enterprise clients in the print and publishing, music and gaming, retail, and consumer goods vertical markets.

In 2004, we acquired substantially all of the assets of CWA out of bankruptcy. This acquisition, which closed in March 2004, expanded
our portfolio of services, grew our customer base, and added 15 data centers, a Tier 1 Internet backbone, and an established content
delivery network to our [T infrastructure, Alse, in 2004, we launched our global portfolio of virtualized wtility services that provide fully
integrated server, storage and network capacity to run business applications using an on demand delivery model.
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INDUSTRY TRENDS

The IT strategy of businesses has been increasingly focused on eliminating costs, improving agility, and focusing resources on

projects that deliver competitive advantage.

While IT capabilities often conveyed competitive advantage in the past, businesses now recognize that a large part of IT infra-
structure is no longer a strategic differentiator. As the core functions of IT, such as data storage, processing, and transport, have
become common throughout ali industries, these functions have became simply costs of doing business. A survey of IT execu-
tives conducted by IDG Research Services Group and CXO Media Inc. released in late 2003 indicated that 70% of [T resources
are spent on existing systems and applicaticns and only 30% on new projects.

Businesses face the challenge of allocating limited resources to new IT projects that can provide competitive advantage, while
still having to spend mest of their resources on existing, non-differentiating systems and infrastructure. In addition to the declin-
ing strategic importance of IT infrastructure, many businesses are also recognizing the high cost and inefficiency of managing IT
themselves. As many companies experience budget constraints, it is increasingly difficult to upgrade technology and match IT

costs with actual usage.

Given these trends in IT strategy, budget constraints, and inefficient use of resources, businesses are beginning to outsource core
parts of their IT functions so they can facus on those parts of IT that still provide compatitive advantage, such as customer or
industry-specific applications.

Although businesses are increasingly accepting outsourcing as a viable option, many traditional outsourcing approaches are not
adequate, Many outsourcers simply operate a customer's infrastructure without fundamentally changing the underlying technology
or the way the infrastructure is managed. For example, some outsourcers hire the customer’s staff, which may partially reduce a busi-
ness’s labor costs, but the fundamental problem of using the wrong technology and managing the systems inefficiently is not solved.

OUR SOLUTION

Our solution is to provide managed IT infrastructure services that enable customers to benefit from significant cost savings and

performance improvement. Our solutions are focused in three areas:

Virtualization. Our integrated systems deliver a broad range of functionality that has been traditionally provided by discrete hard-
ware components. For example, we use software to dynamically configure “virtual” firewalls that can be installed on-demand
rather than acquiring unique firewall "boxes” that must be physically installed to protect servers. We take a similar approach for
networks, servers and storage. By “virtualizing” IT services, we can easily increase or decrease the IT sclutions, extend our own
best practices operation and continually refresh technology. The result is improved performance and lower costs for our clients,

Utility Services. Through virtualization, we have created a poo! of IT resources that we control and manage centrally. As a
result, once the customer is connected to our network, the customer has access to a suite of services in an on-demand or
“utility” basis, eliminating the need to pay for hardware that a customer does not need or use. For example, customers of
non-utility providers typically buy mere storage capacity than they need, with the anticipation that they will grow to the point
where they will need all the capacity. With a utility solution, customers pay for only what they use. Shouid the customer need
more capacity, we offer flexible pricing and quick provisicning to provide additional storage on-demand. The benefit to cus-
tomers is that they are better able to match costs with actual use.

Autornation. We have developed proprietary software and end-to-end support systems that automate a large part of our busi-
ness operations including order processing, service delivery, provisioning. equipment management, and billing. While many of
our competitors have amassed multiple legacy systems that increase complexity and hurt customer service, we believe that our
automated platform allows us to provide streamlined service to our customers at a lower cost.

In addition, unlike some of our competitors who have single service offerings such as Internet access, colocation, or content
delivery network offerings, we offer a full range of services, including all of those as well as computing, storage, applications,
network, and hesting. This approach enables us to be a flexible and scalable outsourcer for our customers, able to pravision
tailored, end-to-end IT infrastructure solutions on demand.
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OUR STRATEGY
Qur strategy is to become a leading provider of utility-based managed services including: network, hosting, digital content man-

agement, industry solutions and professional services. Key components of our strategy are to:

Strengthen our position as a leading IT infrastructure service provider. We seek to further develop our utility infrastructure to
enhance the leve! of service that we provide to our customers. Threugh product development, validation from industry analysts
and our customers, and increased brand awareness, we seek to attract more customers and expand and enhance our offering. As
more customers realize the cost effectiveness of outsourcing significant parts of their [T infrastructure to us, we believe our reach

and customer base will expand.

Cross-sell aur full product offering to our existing customer base. As a result of our acquisitions of CWA, WAMINET, and the
Intel Online Services customers, we now have the opportunity to cross-sell our services to aver 5,500 enterprise customers. We
have successfully integrated our legacy network and hosting infrastructure with CWA's so that we can offer our broad portfolio of
services to our entire customer base. Our full suite of managed IP VPN and hosting services offers our customer base an attrac-
tive migration path to utility services and enables us to achieve higher levels of customer retention than traditional providers of

commodity services such as bandwidth, space and power.

Further penetrate target vertical markets. Our service offering was originally developed to support real-time data collection and
distribution applications for the financial services industry. Today, financial institutions rely on our services for a diverse set of
applications including market data, etectronic trading, and straight through processing {STF). We aim to further leverage our
expertise and [T infrastructure to expand into other industry vertical markets with similar requirements for high-performance,

cost-effective IT salutions such as media and entertainment, retail, healthcare, and the U.S. federal government.

Pursue strategic partnerships. We are pursuing strategic partnerships that will accelerate revenue growth. [n particular, we aim to
partner with entities, such as system integrators, that will expand the adaoption of our utility services through their service capa-
bilities and trusted relationships with their clients. We also intend to partner with firms that can add unique function to our serv-
ices that address key market opportunities in targeted vertical markets or solution sets.

OUR SERVICES

We offer a suite of IT sesvices that can be purchased as point solutions or as part of a total or partial cutsourcing arrangement.
These services fit broadly into the following categories: managed IP VPN, hosting, other network services, digital content man-
agement/media services, industry soluticns, and professional services.

Managed P VPN

IP VPN, sold under the Intelligent IP* netwerking brand name, is a fully managed, end-to-end service that includes all hardware,
management systems, and operations to transport voice, video, and data applications. This service has built-in security, fully
meshed connectivity, and the ability to assign individual service levels to different applications so each application receives the

performance levels required, and the customer pays for only what is needed.

Hosting

Utility Hosting combines our data center facilities, network, computing, storage, and operations management services to pro-
vide customers with an application platform that delivers better performance, higher availability and lower total cost than found
with traditional service provider models, Utility Hosting operates on a virtualized pool of IT resources that are dynamically config-
ured using software rather than using dedicated hardware "boxes” to provide network, security, computer processing, and stor-
age. This approach reduces capital casts, improves performance, and increases our customers’ business agility.

Intelligent Hosting is sold under the Intelligent Hosting™ brand name and uses industry standard hardware and software plat-
forms installed in our data centers to deliver the |T services for running customer applications. We bundie all the technology and
operations support into a service that customers can pay for monthly. This allows cur custamers to benefit from a highly reliable

and secure IT infrastructure without the capital expense and ongoing operations, personnel and systems.
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Colocation offers a variety of options to customers with neads for data center space and power for their server and networking
aquipment needs, We globally manage 24 data centers in the United States, the United Kingdom, and Japan so customers

around the world can easily access their equipment. We provide conditioned power that delivers a stable power supply by elimi-
nating spikes from the commercial power grid and providing a smooth transition to backup power supplies when necessary.
Industrial grade cooling, fire suppression, physical security and hands-on support are key components of this offering.

Storage allows many businesses to buy data storage services on a monthly basis for both primary and backup applications.
We offer both dedicated storage devices and utility storage to deliver a broad range of services including managed backup,
managed vaulting, backup care and storage care. Each service is highly flexible enabling the customer to design the solution

according to their needs.

Intelligent Messaging and Collaboration delivers Microsoft Exchange 2003 for outsourcing enterprise email and Microsoft
SharePoint® for document collaboration and resource sharing. Both are run on our utility platform,

Security is a unigue coliection of systems, skills, and technology that can be delivered on a “mix and match” basis to meet cus-
tomer requirements. Virtualized Security Services deliver "on-demand” firewall and intrusion detection for hosted infrastructure
and in-netwerk firewalling for the wide area network. Dedicated security services use technologies to provide intrusion detection
and prevention services, managed network perimeter security, access and authentication, and scanning and analysis services,

Intelligent Monitoring, sold under the Intelligent Monitoring™ brand, provides proactive continuous monitoring and manage-
ment of business critical IT applications and infrastructure. This offering supports a wide array of networking devices, operating
systems, database systems and web servers.

Other Network Services

Internet Access is designed for businesses that run mission critical applications over the Internet. We offer Tier 1 Internet services
in the United States, Europe and Asia that are managed or unmanaged and have speeds from fractional T-1 to full OC192, We can
also include Internet service as part of a private IP VPN solution so that, for example, a business could use our private network to
connect its affices and our Internet to reach its customers or partners. For the large enterprise or carrier customer, we offer High
Speed Dedicated Internet Access {HS-DIA) which is unmanaged and delivered at speeds ranging from OC3 to OC192.

Private Line is sold under the Bandwidth Connect™ brand name. Bandwidth Connect is a private line, point-to-point service that is
sold on cur OC192 backbone in the United States and Europe at physical line rates of T-1 and up. These circuits are dedicated tc an
individual custorner that wants to connect two points or to use our service as & transport leg in a broader, global connection path.

Managed Voice integrates enhanced hosted voice applications such as 1-800 services, conferencing, find-me-follow-me, and
auto attendant with voice transport services. Customers can buy the services individually using their current voice systems or as

part of a new voice VPN solution.

High Speed Layer-2 VPN utilizes muitiprotocol label switching (MPLS), a networking standard that is increasing in the industry.
Over time, MPLS intends to provide many of the same capabilities that our Intelligent IP* networking delivers today including
quality of service, any-to-any connectivity, and security. Qur High Speed Layer-2 VPN offering is a good fit for customers that
have made a commitment to MPLS as an enterprise standard.

Digital Content Management/Media Services

WAMINET Services provide a shared infrastructure tied o applications that streamline process and workflow around the creation,
production and distribution of digital media and marketing content. These services help companies to manage, share, store, and
distribute their digital media inside of their organization and throughout their external supply chains using a single access point.

Digital Medlia Studio provides producticn services for all forms of digital media to be delivered over the Internet. We have a full
production studio in Weehawken, New Jersey that has produced thousands of webcasts such as annual shareholders’ meetings
and built systems that encode music for web-based delivery.
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Content Delivery Network is a unique configuration of our hosting and network assets that uses over 3,000 servers in nearly
500 tocations to improve the performance, reliabifity, and reach of web applications. Our streaming services can be used to

deliver single events or libraries of video or animated content. Our Intelligent Traffic Management service can be used to route

traffic to individua! servers based on business rules or continuously monitor systems and to reroute traffic should performance

bottlenecks emerge.

industry Solutions
Financial Services support Financial Information eXchange (FIX) electronic trading, extranet connectivity, raw and normalized

market data feeds, and instant messaging compliance.

Media and Entertainment automates the creation, production, and distribution of digital content such as movies, music, print
media, and marketing content.

Retail provides services for cardholder protection, e-commerce, customer service, distance learning, and managing and protect-
ing digital brand assets.

Federal Government supports the unique information technology needs of the U.5. federal government through our subsidiary
SAWVIS Federal Systems, Inc. based in Herndon, Virginia.

Professional Services
Our professionat services organization assists our customers with assessing, designing, developing, implementing and managing
outsourcing selutions. The professional services group offers:

* web-based application consulting services;

* disaster recovery and business continuity services;

+ infrastructure consulting services;

¢ migration planning and analysis services;

* security consulting services; and

* program management services.

This group allows our custorners to access the skills of a team of consultants who have assessed, designed and managed thou-

sands of global IT systems.

CUSTOMER SERVICE

We know that high quality customer service is critical to attracting and retaining customers. Unlike most other service providers,
who typically split customer service into separate departments, we built our customer service as a cohesive centralized opera-
tion, This means that all service calls are assigned a single point-of-contact in one of our four worldwide Operation Centers
located in St. Louis, Missouri, Reading, U.K., Singapore, and Tokye. This single point of contact works with our service engineers
who are accountable for the performance of each of our customer’s solution. This unigue strategy is the foundation of our cus-
tomer care both at service installation and in ongoing support.

Service Installation Process. We significantly reduce the complexity and cost of the service installation process by having a single
point of contact, as well as using one autornated, company-wide system. With our automated installation process, the local loop
is ordered, the network devices are configured, routing policies are established, and circuits are provisioned once a site is
entered into the customer management system, In addition, because the network cannection box at the customer's location is
typically a simple bridging device, not a compticated router, there is no need to dispatch a trained engineer to install the device,
thus lowering costs to the customer while maintaining a high level of service.

Ongoing Support. Once a customer's installation is complete, responsibility for ongoing support is transferred to our Global
Solutions Group. This group, which also assigns a single point of contact to each customer call, is supported by powerful
automated systems, We also provide additional customer suppaort for our largest customers if these customers need it. Our
proprietary systems continuously monitor the devices attached to our network that exceeds the capability of off-the-shelf soft-
ware monitoring solutions. In addition, we have developed proactive automated systems to help prevent outages before they
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happen. Our systems continucusly analyze data against performance thresholds to ensure optimal service. When a threshold

is not met, an alert is automatically generated and routed to a technician who is trained to resolve the issue. As a result of
these systems and processes, we alert our network customers within 15 minutes of an occurrence, regardless of whether the

occurrence affects service.

Service Level Agreements. We offer end-to-end Service Level Agreements (SLAs) that provide guarantees for network availabil-
ity, throughput, latency, packet loss and jitter. Our SLAs stand out in the industry as they cover end-to-end network performance

within our global infrastructure and to the customer’s site.

CUSTOMERS

We currently provide services to over 5,500 customers. Our two largest customers, Reuters and Telerate, combined represented
20% of our revenue in 2004. In December 2004, Reuters and Telerate signed an agreement for Reuters to acquire Telerate. We
cannot predict at this time what effect this will have on our business.

No other individua! custormer accounted for more than 10% of our revenues during 2004. Our contracts with our customers are
typically for one to three years in length. Many of our customer cantracts contain service level agreements that provide for serv-
tce credits if we fail to maintain certain specified quality levels of service.

GLOBAL OPERATIONS

Facilities. Our clients “plug into" the SAWVIS infrastructure and receive services through hundreds of Points of Presence, or PoPs,
in 47 countries. PoPs are secured facilities that provide highly reliable, direct access to our high-speed telecommunications infra-
structure. We provide network connectivity through an extensive global infrastructure that includes over 300 ATM and Frame
Relay switches, 200 backbone routers and 17,000 access devices on customer locations. Our network Is designed with highly
redundant backbane infrastructure including diversely routed long haul and local access connections from multiple carriers. This
backbone network uses a ring architecture so that at least two different paths exist between switching facilities resulting in a self-

healing, fault-tolerant network.

Operations Centers. Our global operations center located in St. Louis, Missouri, and our regicnal aperations centers in Reading,
U.K., Singapore, and Tokyo operate 24 hours a day, 365 days a year, and are staffed by skilled technicians. From the operations
centers, we remotely monitor the components of the global infrastructure, perform diagnostics and maintain equipment. We also
operate data center facilities around the globe, with one of the highest levels of security, redundancy, availability and on-site
support in the industry.

Management and Monitoring Systems. We use proprietary systems and software te run the IT infrastructure for our customers,
Using this software, we provide real-time monitoring for thousands of servers and storage devices, network circuits and connec-
tivity devices worldwide in support of customers’ IT infrastructure, We also provide easy-to-use Web-based tools, aliowing clients
to monitor the critical elements of their solutions. We have real-time access to system performance statistics by day, week, or
month including views into CPU utilization, disk capacity, processor capacity and network interface traffic.

Global Solutions Group. Qur Global Solutions Group is respensible for managing and expanding the relationship with existing
customers. The team alerts customers when they begin to outgrow their services and works with them to maximize the perform-
ance of their sotutions. They also intraduce new services to clients and build a plan, when appropriate, for integrating these serv-
ices into their current solutions. Finally, they work closely with clients as their contract renewal approaches, advising them on the

best way to leverage our portfolio of services.

SALES AND MARKETING

We primarily reach potential new customers and sell new services to our existing customers through our direct sales force.

Direct Sales. Our direct sales force uses a “solution selling” approach te understand a client's IT infrastructure requirements.
Cnce an opportunity is quaiified with a new or existing customer, we engage product and engineering experts to design the
final solution. With this approach, we are able to develop a relationship with the client, enabling us to maximize the value
derived from our solutions. All direct sales representatives take part in an extensive training program designed tc develop
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in-depth consultative selling skills so they can better understand customers’ complex network, hosting, and application
requirements and help develop tailored solutions. In addition, we partner with agents and resellers who either seli our prod-

ucts themselves or refer business to our direct sales force.

Marketing. We are a business-to-business company whose marketing programs are targeted at information technology execu-
tives, as well as line of business and finance executives. We use marketing campaigns to increase brand awareness, generate
leadls, accelerate the sales process, retain existing customers, and promote new preducts to existing and prospective customers.
We place print advertisements in trade journals, newspapers and special-interest publications. We participate in industry confer-
ences and trade shows. We use direct mail, e-newsletters, surveys, telemarketing, Internet marketing, on-line and on-site semi-
nars, collateral materials, and welcome kits to communicate with existing customers and to reach potential new customers. Our
employees author and publish articles about industry trends and our services. Additionally, we work closely with industry analysts
and the press so that they understand and can communicate the value of our services.

COMPETITION
Our competition ranges from very large telecommunications companies, hardware manufacturers, and system integrators that
support the in-house IT operations for a business or offer outseurcing solutions, to smaller point solutions companies that sel

individual IT services or solutions to selected industries.

Traditional Telecommunications Companies, This category includes companies such as AT&T Corp., Equant N.V., MCl, Inc,,
Qwest Communications International Inc. and Sprint Corporation. These traditional carriers have used their legacy voice and

data business to expand into IP VPN and hosting services.

Large Scale Systems Integrators. Leading companies in this category include IBM and Electronic Data Systems Corporation
{(EDS). These companies tend to focus on large scale, long-term systems integration projects and outsourcing contracts that

include hiring a large portion of the client’s staff.

Internet Infrastructure Service Providers. Companies such as Equinix, Ine. and Internap Network Services Corporation are
included in this category. These companies tend to focus on one part of Internet infrastructure service such as colocation or

Internet access.

Voice Providers. Competitors in this space are mostly focused on delivering local and long distance voice and, in some cases, voice
VPNs, Established incumbent local exchange carriers such as SBC Communications, Inc. and Verizon Communications, inc as well as
voice services providers such as MCI, Sprint, and AT&T all take this approach. Hardware manufacturers such as Cisco Systems, Inc.
and Avaya, Inc. target businesses that want to build their own voice network using new vaice over IP (VoiP) technology.

Bandwidth Providers. Companies in this space, such as Level 3 and Broadwing, focus an providing unmanaged network connec-
tions to businesses that want to build and manage their own wide area data networks. This part of the industry is extremely price
sensitive, and switching costs for customers are low. These providers compete by adding value-added, managed services with
their bandwidth products.

Point Software and Service Solutions Providers, These competiters focus on delivering a niche solution to one of the industry
verticals or solution areas targeted by SAVVIS, These are smaller companies with expertise in a singie area that may be difficult
to integrate with a business’ overall IT operations.

Content Delivery Network Providers. The CDN market includes competitors such as Akamai Technologies, Inc., Speedera Networks,

Inc. and Mirror Irage® Internet, Inc. that focus entirely on CDN sclutions separate from a business’ overall {T operations.

In addition, we “compete” against potential customers’ ability to build and manage their own IT infrastructure, We believe some
of the key factors customers consider in deciding whether to contract with us, perform services themselves, or contract with our
competitors include customer service, price, technology and industry knowledge.
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REGULATORY MATTERS

Overview
The following section describes material laws and regulatory developments that we believe are currently applicable to our busi-
ness. It does not cover all present or pending federal, state, local or foreign regulations affecting the communications industry.

Regulatory Analysis by Service Type

We provide a portfolia of flexible, integrated, managed, and global cutsourced technology infrastructure services that can be pur-
chased individually or in combination ta support a broad range of business applications. Our portfolio includes a full range of man-
aged communications that we market under various trade names. Our communications-related services that are, or may be, subject

to regulation include managed IP VPN, high bandwiclth Intemnet access, private line services, managed voice services, and hosting.

Managed IP VPN

The core of our managed P VPN business is providing managed data networking services to corporate customers. The managed IP
VPN that we provide are generally characterized by regulators as data transmission services or value-added services. Where required,
we are authorized by law, individual license, general authorization obtainable by simple notification o declaration, or by an automatic
“class" license to provide these services in all countries in which we expect to generate significant revenue from these services. This
includes the United States, United Kinadom and Japan, as well as other major markets in North America, the European Unicn and
Asia. We beliave that we have all material licenses or authorizations necessary to run our business. If we identify the need for an addi-

tional license or authorization, we intend to acquire such license or authorization.

High Bandwidth Internet Access

The High Bandwidth Internet Access services that we offer generally do not require any authorization beyond those required for
managed data networking services and value-added services. In many countries, Internet services are less heavily regulated than
other enhanced data services. 'n the United States, for instance, no individual authorization is currently required for provision of
the type of Internet access that we offer. However, because Internet and Internet Protecol (IP) technology remain a relatively
recent development, regulations concerning Internet access remain vague and unclear in many countries, including the United
States. Any new interpretatians of the regulations concerning Internet access could result in changes in the way we do business.
Far example, there is a risk that customers may attempt to use our network to access the Internet in countries that may prohibit
or restrict such access ar, after accessing the Internet, may create or view content or engage in other activities that certain coun-
tries may wish 1o prohibit or restrict. We may limit this risk by discontinuing such access if measures are taken or threatened by
the pertinent autherities to restrict the use of our network for these purposes.

Private Line Services

We offer domestic and intemational private line services. Our private line services provide a digital transmission channel of defined
bandwidth between two points, Direct connectivity between fixed points is available within the United States, between the United
States and the United Kingdom and between the United States and other {ocations in Europe and Asia where we have nodes to
accommadate the service. Because the service is protocol independent and highly resilient, it can be designed to meet a variety
of customer requirements and ¢an carry data, digitized voice, fax, video, multimedia or any other form of digital transmission.

Customers are able to purchase capacity on a wholesale or unmanaged basis, annual lease or on an Indefeasible Right to Use
(IRU) basis, Our services are mast often used by large multinational companies as part of a private corporate network to carry
mixed voice, high speed data or for a Local Area Network (LAN) interconnecticn and by other carriers and Intarnet Service
Providers. In the United States, private line services are regulated by the United States Federal Communications Commission
{FCC) as telecommunications services. Private line services are also regulated in other countries. We believe we have obtained
all the necessary authorizations to provide these services. If we identify the need for any additional license or authorization, we

intend to acquire such license or authorization.
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